The aim of this special issue is to expand the concept of informality by incorporating recent approaches from institutional economics and governance theory. The concept is applied empirically to analyse economic processes in the context of mega-urban regions and global change. This introduction outlines the conceptual approach by focusing on the advancements in comparison to earlier informality paradigms. It discusses the added value of a new informality perspective for economic geography and explains how the individual papers fit in. The contributions to this special issue are based on research projects that were carried out within the Priority Programme (SPP) 1233 "Megacities -Megachallenge: The Informal Dynamics of Global Change" funded by the German Research Foundation (Deutsche Forschungsgemeinschaft) , whose support of the projects is thankfully acknowledged.
The shifting conceptualisations of informality over time
The terms 'informal' and 'informality' have a connotation of inferiority in the sense of 'unofficial' or 'without form', but they can also be understood in a positive way as 'casual' with a focus on freedom of action. This simple illustration shows the ambivalent character of informality. The term informality was first used in the 1970s by the ILO (1972) and HART (1973) in several reports about the informal sector in developing countries. Their informal sector comprises all economic activities that are not organised in line with the legal, technological and managerial standards of modern sectors in developed countries. By drawing a clear line between the formal and the informal, these studies focused on those niches of the economy that (i) helped migrants in urban areas and slum dwellers to survive (survival economies), (ii) carried out illegal activities in the underground scene without official registration and unnoticed by the tax administration (shadow economies), or (iii) micro enterprises without any substantial capital stock that do not produce for the markets of the formal economy (subsistence economy) (PORTES et al. 1989; CHEN/GEREFFI 1994) . German-speaking human geographers used the concept of the informal sector intensively during the late 1980s and early 1990s (c.f. SCHAMP 1989 SCHAMP , 1993 ES-CHER 1999a) . A distinct structural debate emerged around the informalisation of labour during the post-Fordist transition. Formal wage labour became the leading form of labour organisation of Fordism and even spread to the economic periphery. From a Marxist point of view, this is not seen as a success of labour unions, but rather as being due to the benefits of formal labour for the capitalist system. At the same time, informal labour still persisted, for example in the form of domestic work, subsistence economy and production of petty goods. A renaissance of the informal economy was more recently caused by post-Fordism and also occurred in economic centres (KOMLOSY et al. 1997) . While the Marxist tradition interpreted this shift as a coordinated attack on the organised labour class, other scholars of industrial organisation economics referred to the overall gains in efficiency and flexibility of a more informal organisation of economic systems and focused on the possibilities for prosperity that this new production paradigm implicated (PIORE/SABEL 1984) . This earlier informality concept was problematic due to its dualistic nature that implied a clear distinction, and which turned out to be less useful in practical research. SCHAMP (1989,12) pointed out that the formal and the informal sectors were rather the extrema of a continuum. The heterogeneity of the informality definition made it virtually intangible in empirical studies, despite the fact that the coarse character (ESCHER 1999b) of the concept resulted in its ubiquitous application dur-
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Remarks on the potential of the informality concept ing its time. Finally, the focus of research on informality and the informal sector was mainly limited to poor developing countries with an emphasis on urban areas. This hindered the integration of informality in modern growth and development theories in economic geography. The dualistic character of the criteria that defined the informal sector resulted in the lack of a sound theoretical foundation of informality, which became clearly apparent in comparative studies of different countries and regions. In this context, the quote 'The informal sector is like an elephant: we may not be able to define it precisely, but we know it when we see it' is attributed to Hernando de Soto (MEAD/MOR- RISSON 1996) . Obviously, this fuzziness impedes the application of the concept for empirical research and policy recommendations and points out the necessity of a conceptual clarification. MEAD/MORRISSON (1996) declared that they would not use the term 'informal sector' in future studies. FRIELING (1989, 74 ) stated that it was not possible to overcome the vague terminology of the research object 'informal sector', and that the term was merely understood as a residual that was inferior to the formal sector. The interpretation of informality as a residual category or something contrary to the rules is problematic in that it requires a definition of what is regular or normal. The formal-informal dichotomy of the informality literature in the 1980s and 1990s was based on formal laws defined by the dominant legal system in Europe and North America. Such an Eurocentric perspective overlooks the fact that the legal tradition of the Code Napoleon of 1804 might be less meaningful in other parts of the world. Therefore, an informality definition that is applicable in other macro-institutional environments should be based on a generalisable concept.
The recent debate surrounding informality shifted the focus away from a dichotomous definition towards an integrative framework that is embedded within current conceptual developments in economics and social science. Based on a new understanding of the state and governance, the level of practice, regulatory systems and process-related elements is targeted instead of persisting with the investigation of structural elements. The concept of informality derived from this exercise avoids a strict distinction between formality and informality, and concerns itself with the interdependence of social process and structure. This allows an examination of informal dynamics both within a continuum (SINDZINGRE 2007) and from a multi-dimensional perspective that focuses on the informal dynamics of institutional arrangements rather than on a static informal sector. As a result, modern approaches to informality are neither predetermined as being an inferior residual category nor restricted to developing countries, but informal practices are understood as a governance mode in their own right that is intertwined with formal institutional arrangements. Indications of such an integrative perspective can already be found in critical reviews of the informal sector by CHENG/GEREFFI (1994) and FRIELING (1989) .
The advancement of the informality concept in economic geography is driven by the three strands of institutional approaches in economics and social science (MARTIN 2000) . They have the potential to replace the older institutional tradition of the discipline that stressed the static-structural and historical-deterministic approach by Veblen (RAFIQUI 2009). Institutional arrangements for the governance of organisations and collective goods, as introduced by COASE (1937) , WILLIAMSON (1975) , and OS-TROM (1990) form the starting point for a redefinition of informality and are central for the following explanations. New institutionalism with its central authors SCOTT (1987) , DIMAG- GIO (2001) and Powell (POWELL/DIMAGGIO 1991) provides additional elements from organisational studies. The historical understanding of institutions by NORTH (1990) adds a dynamic-evolutionary perspective on institutional change. Furthermore, concepts of vulnerability and resilience as well as the sustainable livelihood approach that dominates geographical development studies allow for the integration of an institutional informality concept within the development debate.
Informality in new institutional economics and organisation science
Institutions are defined in a broad sense as a system of rules (HODGSON 2006) . These rules comprise consciously created and externally enforced formal rules, for example laws, and self-enforcing, informal ones, for example traditions, norms, conventions, or customs (NORTH 1990) . Additionally, New Institutional Economics (NIE) distinguishes between rules (= institutions) and actors (= organisations or individuals) who are interdependent. The behaviour of actors is restricted and incentivised by institutions, but actors are also involved in the creation and transformation of institutions in a co-evolutionary way. Three levels for a conceptual redefinition of informality are derived: (i) informality of the institutional environment, (ii) informality of institutional arrangements, and (iii) informality of processes within organisations. An informality concept that is informed by institutional economics is not primarily focused on the structural elements (Which transactions are carried out?), but on the underlying practices (How are transactions carried out?) and dynamic processes (What impact does co-evolution of institutional environment and arrangements have on institutional change?).
Institutional environment:
The institutional environment has an informal and a formal component which are intentionally understood as interdependent in a co-evolutionary relationship by NORTH (1990) , not in a dualistic, mutually exclusive way. Acceptance and enforceability of new formal institutions depends on the fit with existing informal institutions. The externally imposed adoption of rules and regulations during the transition of previously planned economies into market economies is a frequently cited example (STIGLITZ 1999; ROLAND 2000) . It has been shown by DE SOTO (2000) that a lack of alignment of formal rules of capitalism with informal institutions resulted in dysfunctional institutional frameworks or institutional chaos. A central question of this strand of institutional informality at the process level is whether the institutional environment is better shaped by governments or related public actors in a top-down manner, or in a self-organised bottom-up manner through unintended effects of the aggregate behaviour of individuals. OSTROM (1990) explained why one should be sceptical about leaving formation and enforcement of institutions for collective action mainly to governmental bodies, and proved it by using the example of the commons. The Austrian school of economics (HAYEK 1973) has also indicated that the aggregate order of economy and space is brought about by complex interaction of its actors. Self-organisation and emergence of the institutional environment are understood as an expression of informality.
Institutional arrangements: Institutional arrangements, i.e. contracts among economic actors in a broad sense, are the central focus of the informality perspective in NIE. GUHA-KHASNOBIS et al. (2006) distinguish between two levels which can be applied for the analysis of informality of institutional arrangements. At the first level, the interdependence of an institutional arrangement with its formal and informal institutional environment is described and the explanatory power of the institutional environment for the arrangement is exposed. At the second level, the structuration of the institutional arrangement itself is depicted in several dimensions, the formal and informal aspects of which are not necessarily mutually exclusive, but mostly complementary. In a multi-dimensional approach, LI (2007) defined five dimensions to characterise the formal and informal contents of institutional arrangements: formation (exogenous vs. endogenous), codification (explicit vs. implicit), enforcement (tight and strict vs. loose and flexible), power (hierarchical vs. horizontal) and personalisation (depersonalised vs. personalised). Informality thus possesses a subjective, emotional and personal character, while formality is objectively based on facts and cognition. It is important to mention that this should not result in new dichotomies, but rather in multiple dimensions that allow for continuous specification of institutional arrangements within the formality-informality nexus.
The multidimensional, non-dichotomous character of informality is illustrated by comparing the advantages of particular institutional arrangements. In most real world situations, economic activities are embedded flexibly in a dynamic and complex institutional environment. In such a situation, informality is a strategic opportunity to complement formal arrangements proactively. In close connection to NIE, contract theory (HART/MOORE 1999 , 2004 has shown that most contracts are unable to comprehend completely the object that is to be regulated in a formal way due to complexity and uncertainty. Therefore, contracts remain incomplete at the time they are concluded and are specified and modified in an informal process during the contract period. This process is often socially embedded. Nevertheless, if a high level of uncertainty is connected with the institutional environment at a particular location or in a market, it might be necessary to adapt informal arrangements as a passive reaction to non-enforceable formal arrangements.
Institutions in organisation science: Sociological institutionalism, with SCOTT (1995) , DIMAGGIO/POWELL (1991) , and in Germany MAYNTZ/SCHARPF (1995) being its main authors, looks at economic activity as a process that is embedded in a socio-institutional system or culture-specific social network. Informality is defined in this approach as interaction between individuals or groups which could be described, for example, as casual, trust-based and reciprocal. This normative-collectivist perspective adds to the rational choice institutionalism of NIE by explaining why trust is of critical importance in economic and social life and why cooperative arrangements are formed even in addition to the transaction cost argument. The aim is not to deduce the most costefficient institutional arrangement in order to reach an economic goal. In fact, embedded institutional arrangements are not just strategic means in an economic sense, but they also shape the preferences and identities of a society. Their impact is not necessarily in the form of increasing efficiency, but also in the provision of societal legitimacy of individual actions. The embeddedness perspective on informality becomes important if culture-specific aspects are introduced to explain why personal trust-based networks are chosen for economic transactions in situations where alternative governance forms are available and useful. This approach is of importance to understand the relevance of informality for interactive learning and the related processes of transforming and exchanging knowledge. There is a close link with the concept of social capital.
Research on social embeddedness of economic processes has also shown that informal networks may have a negative impact (GRA-NOVETTER 1973; GRABHER 1993) . The starting point of this argument is the exclusiveness that is an almost necessary outcome of stable, trustbased networks and that is responsible for the desired effects of these networks. However, this feature often results in the judgement of alternative options based on the position of the actor in the network, and is no longer fair and unbiased. A lack of transparency as well as gatekeeper functions of central actors or groups in the network can be responsible for lock-ins or cronyism in the long run.
The relevance of institutional approaches for economic geography has been shown prominently by MARTIN (2000) , who explained why the spatial differences of institutional environments and arrangements and their effects on the space economy are important topics for the discipline. A major argument for the spatial dimension of NIE is the fact that institutions are not equal across space, but are localised at particular points in space and are territorially bounded in their effects. Formal institutions created by the state are particularly restricted by administrative borders. However, informal or self-organised institutions also contain a spatial dimension, since they came into being due to specific local actor constellations, for example in agglomerations or local networks, and they only guide action within these spaces. SCOTT/STORPER (2003) have shown that agglomerations are advantageous due to their ability to reduce transaction costs. Based on the discussion above, it is expected that spatial differences of institutional environments lead to specific institutional arrangements in each region. This is of particular relevance if transactions are analysed that span spaces with different institutional frameworks. Furthermore, conceptual considerations and empirical applications of NIE in growth theory (ACEMOGLU et al. 2005) have revealed a major impact of institutions on differences in growth rates across countries and regions. And finally, the institutionalism in sociology gains its spatial dimension from the fact that social action is embedded in local contexts and that informal institutions, and thus actions, depend on their spatial and cultural context.
Informality in the mega-urban economy
The definition of informality that has been discussed so far is not restricted to developing countries or urban regions, as is the case with the older concept of the informal sector. However, there are arguments in favour of the fact that mega-urban regions, such as the Pearl River Delta in China or Dhaka in Bangladesh, are characterised by high levels of informality in an institutional sense. Mega-urban regions are more complex and disparate in their economic and social structures. They are closely integrated into global processes due to their economic, political and societal importance. Furthermore, rapidly growing mega-urban regions are characterised by an increasing speed and degree of institutional change. They are also highly vulnerable to economic, social and ecological shocks. ALTVATER (2005) identified the time and space compression under conditions of globalization and the rapid growth of megacities as major drivers of an informalisation in mega-urban regions, which is also visible in advanced market economies (SASSEN 1997) . While the negative impacts of informalisation, for example in terms of the exclusion of the urban poor, prevail in the literature, the potentials of informality for development and competitiveness at the individual, firm and regional level, which were already put forward by DE SOTO (1989) , are at least equally important for the institutional approach used in this special issue. ALTVATER (2005) also concedes that informality enables the realisation of a bundle of political objectives such as formation of cooperatives and micro-credit organisations, support of local and regional networking, support of cooperation with universities and other public institutions, and creation of a legal framework which contains much more than the mere distribution of property rights. Thus, informality may provide the flexibility that is necessary to adapt to rapidly changing framework conditions.
By focussing particularly on urban governance, ROY (2005) has shown that the ability of public actors is insufficient to plan mega-urban regions efficiently, but that informal self-organisation of institutions by non-public actors and related informal arrangements for risk management and increased resilience play a central role. This does not imply that largescale infrastructures are not provided by the formal government, but due to the complexity of mega-urban regions and the often limited governance capability of megacities in developing countries, a complementary use of informal arrangements is expected to increase the governance efficiency.
The increasing global organisation and integration of economic activities as a central part of globalisation remains a megatrend that shapes the spatial economy (SCHÄTZL 2000) . This process is characterised, among other things, by the spatial disintegration of value chains, the emergence of global production networks and an increasing division of labour based on the principle of flexible specialisation (PI-ORE/SABEL 1984). At the same time, shorter product life cycles require firms to remain flexible by adapting to volatile markets that are increasingly plagued by bubble-like expansions and crisis-like downturns. The underlying changes of economic systems result in a higher number of interfaces among companies, sites within multinational corporations, business services, and knowledge providers along the global value chain. The increasing complexity of interactions and flows and the necessity to span spatial, institutional and organisational distances reduces the possibility to fall back to standardised, completely formalised institutional arrangements and increases transaction costs, with informal aspects such as incremental and continuous adaptation processes during the interaction becoming more important. It is expected that traditional formalised arrangements will remain important, but that they will be complemented by informal ones in the sense of incomplete contracts. In volatile competitive environments, informality of external relations at the micro level may provide organisations with the amount of flexibility that is necessary to gain stability and competitiveness at the macro level. The strategic use of opportunity informality is suggested to increase flexibility and competitiveness and is covered by using the terms agility or agile firm organisation.
In recent years, the global economy has been characterised by far-reaching changes of formal institutional environments defined by the state at different levels which may be observed in countries and regions at different stages of development. The institutional fabric of developed countries in Western Europe and North America was adapted to the requirements of a globalised economy with further rounds of deregulation and liberalisation. Previously centrally planned economies have been involved in a fundamental transition process since the 1980s which is still going on in countries that have chosen a gradual strategy, such as China. The integration of developing countries into global value chains and the rapid industrialisation of regions in East and Southeast Asia are a related result of globalising forces in the first round, but have also been a driver of the most recent round of globalisation.
Amidst these changes, it is particularly relevant to analyse the fit of new formal and existing informal institutions and to assess how economic actors cope with frictions of institutional systems. Since informal institutions are transformed slower than formal ones, it is very likely that self-organised institutions and institutional arrangements will be defined by the eco-nomic actors themselves as a substitute for missing or dysfunctional formal institutions set by the state, at least for a certain period of time during accelerated institutional change. At the same time, the transition from plan to market redefines the relationship between the state and the market as well as that among individual economic actors. Uncertainties related to this process are expected to be bridged or reduced by the emergence of hybrid institutions and arrangements. However, necessity informality induced by rapid institutional change is rather expected to be a temporary phenomenon that arises from the necessity to substitute for missing or dysfunctional formal institutions.
The six papers that were accepted for publication in this special issue specify different aspects of the institutional approach to informality and provide empirical tests and illustrations. Five papers deal with the mega-urban region of the Pearl River Delta, China, and one paper with the megacity of Dhaka, Bangladesh. Susanne Meyer deals with customer-supplier relationships and provides empirical facts that support the proposition, that an increasing amount of informality occurs due to the higher level of flexibility of production processes and the transcendence of different institutional environments by global production networks. Firms from Hong Kong use informal arrangements not only to govern transactions with local producers in the Pearl River Delta, but also with customers on the global scale. In these constellations, contractual relationships are becoming less specified and specifiable by complete contracts, and are governed by framework agreements that define the scope of the relationship and the terms of reference in general. Personal contacts are a method of identifying capable suppliers and reducing uncertainties about capabilities and conflicts of interest through personalised trust and reputation. In the low-tech sector, a competitive edge over a large number of technologically similar competitors is achieved through reliability and adaptability in terms of delivery times and product quantities with sufficient quality. In the high-tech sector, personal relations may be a method of ensuring the technological competence of the supplier. In addition, contracts are more often enforced informally using mediation or arbitration and through social power rather than using slower formal litigation, which is also more detrimental to reputations due to its publicity.
Frank Bickenbach and Wan-Hsin Liu extend the discussion about the extent and determinants of informality to a larger set of business functions. Their argument is based on the hypothesis that the availability of formal rulebased procedures increases in the course of the Chinese transition process and that informal personal governance decreases. However, the expected effects are, in general, rather weak and only significant for very few business functions. Similar to the findings of Meyer, Bickenbach and Liu conclude that informality is not a transitory phenomenon that disappears in the process of institutional transition. There is evidence that positive effects of informality and path-dependent persistence prevail.
Markus Keck, Hans-Georg Bohle and Wolfgang-Peter Zingel examine whether social processes and informal adaptation to risks result in an increasing level of resilience. Informality is defined as trust-based personal relations and a high degree of social capital. Effects are found for the micro level in the form of greater flexibility and adaptability of the actors, and at the macro level in terms of increased resilience of the urban food system as a whole.
The effects of informality and flexibility are also empirically tested by Pamela Hartmann, Daniel Schiller and Frauke Kraas, who focus on the impact of workplace quality on labour turnover and its long-term effects for upgrading processes. Labour relations are significantly transformed by the flexibilisation of the production organisation. On the one hand, highly qualified employees with long-term contracts among the core staff are expected to fulfil a large and varying range of functions with highly flexibilised working hours. On the other hand, less qualified peripheral staff are strongly affected by numerical volatility. Flexible firms organise their labour force based on the concept of the 'breathing factory' and use informal channels of employment that differ from strict formal regulations. In developing countries, informal employment is related to missing or incomplete labour contracts, low qualifications and an absence of social security entitlements. Finally, the long-term effects of highly informal labour relations for training and upgrading of the labour force are discussed. It is concluded that informality and flexibility ensure the short-term success in highly competitive markets. However, there is strong empirical evidence to suggest that it may not provide the preconditions in terms of absorptive capacity and skills to move beyond the low-tech, labour-intensive segments of the value chain in the long run.
Wenying Fu, Daniel Schiller and Javier Revilla Diez are explicitly looking at these upgrading processes at the firm level and potentials for the emergence of innovative milieus in the Pearl River Delta. The importance of informality for upgrading is measured by social proximity in comparison to more formal organisational proximity. Positive effects of social proximity are revealed for the implementation of a wide range of innovation activities and for coping with volatile demand. However, social proximity is mainly applied by domestic firms to acquire access to the latest technology and market information from foreign firms. Therefore, the impact on product innovation performance is still fairly small and the level of trust-based interactive learning between firms in the region remains low. This is substantiated by the fact that firms that rely on formalised organisational proximity are at least as successful with respect to innovation outputs. This paper links the institutional perspective with an evolutionary approach, since it is shown that endogenous potentials of the currently externally governed production system of the Pearl River Delta are still too weak to provide the basis for the emergence of an innovative milieu.
The global integration of economic activities and the related institutional change has resulted in a far-reaching transition of the role of the state and its relationship with economic actors. The catchwords 'new public management' and 'public-private partnership' demonstrate the increasing overlap of public and private actions that has resulted in a total withdrawal of the state or outsourcing of its activities in some areas. Complex bargaining processes among the actors involved, new participative institutional arrangements and self-organisation have thereby come into being for the definition of institutional frameworks. The increasing level of differentiation of government actions seems to result in increasingly informal arrangements between the state and private actors. Friederike Schröder and Michael Waibel position their contribution at the interface of state and economy by focusing on informality in planning processes for the restructuring of urban spaces. Their case study of a development project in Guangzhou, the capital of the Guangdong province, shows that the local government reacts to the dynamic complexities of the multi-faceted restructuring process by applying innovative and flexible governance modes. Experimental policies and informal governance allowing for a certain degree of self-organisation are exclusively applied in spatially-bounded development zones. Recently, the government has made particular use of this approach in projects that aim to attract knowledge-intensive business services and a highly qualified, creative workforce.
